Economists have long been interested in the possibility that individuals' wellbeing depends on their relative position. The recent recession has generated a tremendous increase in unemployment rates in Spain. In this paper we use a very rich repeated cross-section dataset on workers' job conditions, together with regional unemployment information, to investigate whether peers' unemployment affects individuals' job satisfaction. We try to distinguish both the negative effect that others' unemployment might inflict on individual on-the-job wellbeing via increased job insecurity and the positive effect, sometimes called social norm of unemployment, whereby individuals' wellbeing increases when they feel relatively better than their peers. We find that peers' unemployment shows both a negative and a positive effect in Spain. In fact, once perceived job insecurity is controlled for, a clear positive effect emerges, larger and more precisely estimated for men and private-sector workers.
Introduction
This paper looks at the effect of peers' unemployment on individuals' job satisfaction. We therefore focus on the following question: Does others' unemployment affect employees' job satisfaction?
Following the work of Locke (1969) , Hammermesh (1977) , Freeman (1978) , and Borjas (1979) , economists became increasingly interested in issues related to subjective evaluations of the utility derived from work as measured by stated job satisfaction since it is related to gains in productivity at an organizacional and an individual level (Mangione and Quinn 1975, Oswald 1997 A related literature analyzes the effect of unemployment on subjective life satisfaction.
Unemployment is widely considered to have a strong negative impact on individual wellbeing and losing a job is associated with a significant drop in not only income, but also social status, self-esteem, and other non-pecuniary effects (Clark and Oswald 1994 , Winkelmann y Winkelmann 1998 , Clark 2003 , Blanchflower and Oswald 2004 . Recently, evidence has gathered showing also a clear negative effect of general unemployment on subjective wellbeing among the employed in United Kingdom and Germany (Clark et al. 2010 , Luechinger et al. 2010 , Schwarz 2012 . The most obvious channel for this effect is via the individual's perception of job insecurity: others' unemployment increases one's own risk of becoming unemployed 2 .
On the other hand, individual welfare may be subject to social influences. Previous literature both from economists (Duesenberry 1949; Easterlin, 1974; Solnik and Hemenway 2005; Luttmer, 2005) and psychologists (Kahneman et al. 1999; Inglehart and Klingemann 2000) highlights that individuals'
welfare depends heavily on their achievement in comparison to others' outcomes. In this context, a higher level of unemployment may bring some well-being benefits by reducing expectations of success: the employed feel better off when their relative standing increases (Eggers et al. 2006) .
In this paper we try to isolate both the negative insecurity effect and the positive comparison effect of unemployment rates on subjective wellbeing at work in Spain during [2006] [2007] [2008] [2009] [2010] . We use individual level data from the Spanish Working Conditions Survey (Encuesta de Calidad de Vida en el Trabajo (ECVT)), a yearly survey carried out by the Spanish Ministry of Labour and Social Affairs containing information on individual job satisfaction, demographic and human capital characteristics of employees, employers' features, and pecuniary and non-pecuniary job characteristics, together with regional unemployment rates computed from the Spanish Labour Force Survey (Encuesta de Población Activa, EPA) for the same years. Our identification strategy uses time and cross-section variations in the data to estimate the effect of regional unemployment rates on job satisfaction. In order to distinguish insecurity and comparison effects we compare models including and excluding perceived job insecurity measures as additional controls.
Understanding unemployment and individual wellbeing in Spain during the recent recession is especially relevant. Spain has witnessed a surge in unemployment from slightly over 8% in 2006 to more than 20% in 2010, the highest in the European Union with the only exception of Greece. The increase has not been homogeneous, though, with some regions experiencing moderate increases (from 7 to 14 % in the Basque Country) and others suffering from huge rises (from 12 to 28% in Andalusia). In addition, the recession is also having a large and damaging impact on the national debt (with risk premiums hitting historical records), on the banking sector (with some banks needing bailouts), and on the overall ability of the state to deal with these economic and political problems.
We find that, for those currently working, peers' unemployment shows both a negative insecurity effect and a positive comparison effect in Spain. In fact, once perceived job insecurity is controlled for, higher peers' unemployment rates are associated with higher job satisfaction. (2007) for South Africa. In Germany, with data from the German Socio-Economic Panel, Clark et al (2010) reveal a clear negative effect of others' unemployment on the general wellbeing of the employed, slightly lower for those with higher perceived insecurity, which are considered to be subject to the social norm of unemployment. Luechinger et al. (2010) , with the same dataset, also show a negative effect of regional unemployment on the employed, but only significant for those who belong to the private sector. The only study obtaining a positive effect of higher unemployment rates on the wellbeing of the employed analyzes the tumultuous environment of post-Soviet Russia during the 1990s (Eggers et al. 2006 ).
We also investigate whether this positive effect is due to sample selection instead of individuals' relative standing. In an environment of very high unemployment, remaining workers may increasingly be selected from those who have greater motivation or better attitudes towards work, and higher job satisfaction may be just the consequence of a different workforce composition arising after the crisis.
Using propensity score matching techniques to correct for sample selection, we rule out that our results are driven by selection effects in a significant way.
As far as we know, no previous study has examined the effect of peers' unemployment on subjective wellbeing at work in the context of the Great Recession using a survey of employees. For instance, the literature of the macroeconomics of happiness (Di Tella et al. 2001 , 2003 , Wolfers 2003 This paper is organized as follows. The next section presents the theoretical framework. Section 3 describes the dataset and the estimation procedure. Section 4 presents the results and their heterogeneity with respect to different variables. Section 5 explores sample selection issues and, finally, Section 6 concludes.
Theoretical framework
The theoretical model that supports our empirical strategy is based on the hypothesis that a job is more than the salary and number of hours of work-against reductionist vision-neoclassical approach; other job characteristics are relevant to define the job post such as, the possibility of reconciling work and family or on-the-job training. In this paper we add an additional hypothesis: does others' unemployment, as measured by regional unemployment rates, affect wellbeing at work? (Akerlof 1980 and Clark 2003 The most obvious effect of general unemployment on those employed is through job insecurity: bad news for others increase my own unemployment risks, producing a clear negative effect on wellbeing.
In addition, overall unemployment may also generate negative or positive externalities: a) negative , due to empathy with the unemployed workers -see Clark ( Hamermesh (1977) , Clark and Oswald (1996) , Solnik and Hemenway 2005; Luttmer, 2005) , is most unusual with respect to unemployment in the empirical literature (Eggers et al. 2006) . To distinguish between these externalities (positive and / or negative ) and changes in the economic risks that arise when having a job becomes less common, we include perceived job insecurity as a specific argument of the utility function. In light of the above, we present a model in which the individual's utility depends on perceived job insecurity and the regional unemployment:
where U(⋅) represents utility derived from work , JI i is individual i's perceived job insecurity i, U R is region r unemployment rate and Z i is a vector of control variables such as gender, education, and job characteristics -including the wage rate-that may affect the individual's utility.
In the following we assume there is a relationship between current utility (U) and subjective wellbeing at work (WAW i ), defined as:
Where the error term captures individual heterogeneity, mainly due to attitudes and personality traits, and measurement error. As stated by Kahneman y Krueger (2006) , subjective wellbeing at work can be inferred from individuals' satisfaction scores.
3.
Data, variables, and empirical strategy
We use two sources of data in our analysis: (1) The measure of overall job satisfaction is derived from the following question: "Indicate your level of satisfaction in your current job" It is measured on an ordinal 11-point Likert scale from "very badly"
(0) to "excellently" (10). As a first approximation to our research question, Table 1 
Where JS measures satisfaction with job stability in a 0-10 scale. In this second model the coefficient of the unemployment rate β 2 estimates now just the comparison effect.
In our model β 1 in equation (3) measures the combined externality plus job insecurity effect. We expect this parameter to have a negative or nil value due to the a priori relative weight of job security on wellbeing at work. β 2 in equation (4) measures just the externality effect of general unemployment on job satisfaction. We expect this parameter to be larger than β 1 and even positive if the positive comparison effect turns larger than the negative empathic effect in Spain.
Our dependent variable is intrinsically ordered in nature. However, usual estimators like ordered probit or logit may not be flexible enough for our purposes. Van Praag and Ferrer-i-Carbonell (2006) show that the latent variable underlying an ordinal variable can be approximated by adequately rescaling the variable. Therefore, we will use this approach termed Probit OLS and transform the variable into a pseudo-continuous one as explained by Corneliben (2009) and use a traditional linear regression estimator.
Results
Table 2 presents our baseline estimates for our sample of employees. The first specification includes no additional controls. The second specification adds in a range of variables indicating demographic and human capital characteristics of the individual, while the third specification controls for job characteristics, including the individual's monthly earnings. The fourth specification includes personality and psychological attitudes, which are very likely to capture time-invariant unobserved 4 We include these characteristics sequentially to assess how the estimated coefficient changes as we include some variables that could be potentially considered endogenous, as is the case with contract type or job tenure.
factors in the absence of panel data (Ferrer-i-Carbonell and Frijters 2004; Origo and Pagani 2009 ). The fifth specification adds up region and year fixed effects while the sixth specification also includes perceived job stability. Table A .2 in a sequential way. Observations are weighted using the individual weights in the ECVT. Standard errors in parentheses adjusted for clustering on the regional level. * significant at 10% ** significant at 5%; *** significant at 1%. Source: ECVT and EPA 2006-2010. When comparing the estimated effect in specification (5) -equation ( stability. An even more direct measured is offered in the 2010 survey where respondents are asked about the probability of keeping one's job in a 1 though 4 likert scale. Given the qualitative and quantitative importance of perceived job stability in our analysis, as a robustness check, we estimated the model on the 2010 sample including perceived probability of keeping one's job instead of satisfaction with job stability as a control. The results, shown in Table 3 , are virtually identical to those offered in the sixth specification of Table 2 . Table A .2. Observations are weighted using the individual weights in the ECVT. Standard errors in parentheses adjusted for clustering on the regional level. * significant at 10% ** significant at 5%; *** significant at 1%. Source: ECVT and EPA 2010.
We also test the reliability of the baseline results to changes in different elements of the model. We consider different stratifications of the sample to investigate heterogeneity in the results; and we adopt different definitions of our regional unemployment variable.
The heterogeneity analysis is presented in Table 4 . In all the columns we offer the complete (equation 3) and the net (equation 4) effects of regional unemployment on subjective wellbeing at work. We first include self employed individuals in the sample. We then stratify by gender the sample of employees.
Finally we divide the sample into public and private sector employees.
The results are generally robust to changes in the population of interest. Apparently, when considering the self-employed, male workers, and those employed in the private sector, the comparison effect is as large as to outweight the countervailing effect of increased job insecurity. Contrary to previous findings on the subject (see Luechinger et al. 2010 ), we find a clear positive effect of regional unemployment on private sector employees' wellbeing at work, even without controlling for perceived job stability. Controlling for subjective job insecurity only increases the magnitude of the effect. We do not find any significant effects for public sector employees. Table A .2. Observations are weighted using the individual weights in the ECVT. Standard errors in parentheses adjusted for clustering on the regional level. * significant at 10% ** significant at 5%; *** significant at 1%. Source: ECVT and EPA 2006-2010. In particular we consider different unemployment rates by region and gender, by region, age and gender, and by region, education, and gender. Table 5 presents the results. For most of our alternative definitions of regional unemployment and sample selections, we obtain the previous result of a clear positive effect of unemployment on the employed after controlling for perceived job security. Some definitions require the sample to be restricted also by gender to show significant results and in one of the cases, unemployment by region, age and gender, no significant effects are obtained. All in all, the results seem fairly robust, more precisely estimated for males than for females, and indicative of a clear comparison effect of general unemployment in Spain. wellbeing is a by-product of workforce selection on the part of firms. Where unemployment is higher, increased selection of more able and optimistic workers is possible and these happier workers also rate higher in their job satisfaction.
Controlling for sample selection may be difficult to achieve in the absence of panel data. Ideally we would like to restrict the sample to those who remained employed after the onset of the crisis To test the sensitivity of the results with respect to the sample selection matching algorithm, we also perform the aforementioned Mahalanobis-propensity score method including tenure as an additional key covariate. This variable is used due to its especial significance in deciding lay-offs traditionally and during the recent recession in Spain (Bentolila et al. 2010 ). Table A.3 confirm that our treatment and comparison groups, though initially somewhat different, look extremely similar after matching, with very few significant differences in any of the 131 background variables used, in all of the matching procedures and sample years. Table 6 shows the estimated effect of regional unemployment on individual wellbeing at work for the different restricted samples obtained. The first column offers the baseline estimation for the unrestricted sample for comparison purposes. The second column restricts the sample based only on the estimated propensity score. The estimates in the third column use Mahalanobis matching on life satisfaction and gender within the propensity score to restrict the sample, whereas the fourth column includes tenure in the previous method.
All coefficients are positive and significant with very little changes in the actual value of the estimate. This table shows the regression of perceived job satisfaction on the variables of interest. In each column, the sample has been selected differently. In the first column, the sample includes only individuals aged 16-74 who are employed in the private or public sector, and not self-employed. The second and following columns include all individuals from the 2010 sample plus selected individuals from the 2006, 2007, 2008, and 2009 samples. Sample selection is based on the propensity score in columns 2, on Mahalanobis matching on satisfaction with private life and gender within propensity score calipers in column 3 and on Mahalanobis matching on satisfaction with private life, gender and tenure in column 4. Regressions include a constant term together with the control variables in Table A .2. Observations are weighted using the individual weights in the ECVT. Standard errors in parentheses adjusted for clustering on the regional level. * significant at 10% ** significant at 5%; *** significant at 1%. Source: ECVT and EPA 2006-2010. We also offer results by gender in Table 7 and again results hold. If anything, women's effects tend to increase when composition of workforce is controlled for. In each column, the sample has been selected differently. In the first column, the sample includes only individuals aged 16-74 who are employed in the private or public sector, and not selfemployed. The second and following columns include all individuals from the 2010 sample plus selected individuals from the 2006, 2007, 2008, and 2009 samples. Sample selection is based on the propensity score in columns 2, on Mahalanobis matching on satisfaction with private life and gender within propensity score calipers in column 3 and on Mahalanobis matching on satisfaction with private life, gender and tenure in column 4. Regressions include a constant term together with the control variables in Table A .2. Observations are weighted using the individual weights in the ECVT. Standard errors in parentheses adjusted for clustering on the regional level. * significant at 10% ** significant at 5%; *** significant at 1%. Source: ECVT and EPA 2006-2010. 
Conclusions
This paper investigates the association between three key variables in the labour market: wellbeing at work, job insecurity and unemployment rates. We underline the following results:
Our main finding is that, once perceived job insecurity is controlled for, general unemployment generates a positive effect on employees' wellbeing at work in Spain, larger and more precisely estimated for males and private-sector workers. This result is robust to using different regional unemployment measures, and, interestingly to controlling for workforce selection. As far as we know, no previous study has examined the effect of peers' unemployment on subjective wellbeing at work in the context of the Great Recession using a survey of employees. It should also be noted that such a positive impact is itself a novel finding, with the exception of Eggers et al. (2006) .
Our result constitutes a microeconometric foundation of the countercyclical pattern of productivity in
Spain before and during the crisis. The positive effect of unemployment on workers' wellbeing found in this paper implies that productivity varies countercyclically given that increased job satisfaction during recessions stimulates individual and organizational productivity.
From a public policy standpoint, in order to maintain productivity during periods of expansion, when others' unemployment decreases, an alternative to efficiency wages might well be efficiency job conditions, such as those related to corporate social responsibility. This sort of organizational innovations may well improve workers job effort at all wage levels.
Finally a potential extension of this paper may rest in testing whether such a strong comparison effect has also been present in other developed countries during the Great Recession or whether it has just been specific of the countries most hard hit by the recession such as Greece, Portugal and Ireland. 
